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EXECUTIVE SUMMARY
STAFF REPORT ON DRAFT PROPOSED NET METERING RULES

DOCKET NO. RE-00000A-07-0608

The Arizona Corporation Commission ("Commission") issued Decision No. 69877 on
August 28, 2007. In that Decision, the Commission ordered that the PURPA standard on net
metering would be adopted for all Commission-jurisdictional electric distribution utilities.

The PURPA standard is as follows:

Each electric utility shall make available upon request net metering
service to any electric consumer that the electric utility serves. For
purposes of this paragraph, the term 'net metering service' meansservice
to an electric consumer under which electric energy generated by that
electric consumer from an eligible on-site generating facility and
delivered to the local distribution facilities may be used to onset electric
energy provided by the electric utility to the electric consumer during the
applicable billing period.

The Decision also ordered that Staff begin a Rulemaking process to draft rules on net
metering.

Staff' s draft proposed rules allow any retail customer of a Commission-jurisdictional
electric utility to construct a renewable resource or Combined Heat and Power ("CHP") facility
and interconnect for the purpose of exchanging electric power and energy with the electric utility
that nonnally serves them. Under Staff" s draft proposed rules, Net Metering service shall be a
Commission-approved, tariffed service of Arizona electric distribution utilities.
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In t ro d u c t io n

In compliance  with Commiss ion Decis ion No. 69877, S ta ff has  promulga ted a  se t of dra ft
propose d rule s  to imple me nt Ne t Me te ring for a ll Commiss ion-jurisdictiona l e le ctric dis tribution
utilitie s  in Arizona .

The  Commiss ion indica ted tha t ne t me te ring may facilita te  the  ins ta lla tion of Dis tributed
Ge ne ra tion ("DG") a nd thus  re duce  the  a mount of e ne rgy s upplie d by e le ctric utilitie s . The
pre se nce  of DG ma y improve  the  e fficie ncy of e le ctric utility fa cilitie s  a nd thus  re duce  cos ts  for
e lectric consumers .

The  Commiss ion a lso pointe d out in its  orde r tha t ne t me te ring ca n provide  a  fina ncia l
incentive  to encourage  the  ins ta lla tion of DG, e specia lly renewable  re sources . The  Commiss ion
orde re d tha t the  P URP A s ta nda rd on ne t me te ring would be  a dopte d for a ll Commis s ion-
jurisdictiona l e le ctric dis tribution utilitie s .

The  PURPA standard is  as  follows:

Each electric utility shall make available upon request net metering
service to any electric consumer that the eleetrie utility serves. For
purposes of this paragraph, the term 'net metering service' means service
to an electric consumer under which electric energy generated by that
electric consumer from an eligible on-site generating facility and
delivered to the local distribution facilities may be used to onset electric
energy provided by the electric utility to the electric consumer during the
applicable billing period.

The  De cis ion a lso orde re d tha t S ta ff be gin a  Rule ma king proce ss to dra ft rule s  on ne t
metering tha t address  the  following issues:

•

•

•

•

•

•

•

customer sector pa rticipa tion,
types of generation resources,
project s ize ,
tota l pa rticipa tion,
me te ring,
treatment of net excess generation, and
re spons ibility for cos ts .

The  dra ft proposed rule s  provide  for Ne t Mete ring to be  advanced and implemented in a
cost~effective  and prudent maie r, while  mainta ining reasonable  energy costs  for consumers .
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Goals and Objectives

Decis ion No. 69877 lis ts  the  following benefits  a s  goa ls  of ne t me te ring:

promoting small-sca le  renewables ,

• enhancing the  market for renewables,

• facilita ting ins ta lla tion and inte rconnection of on-s ite  gene ra tion,

• reducing cus tomers ' e le ctricity bills ,

e mpowe ring cus tome rs  to ma na ge  the ir e le ctricity us a ge , e s s e ntia lly s toring
excess power on the  grid for use  a t a  la ter time, and

• reducing the  utility's  sys tem peak demand.

These  goa ls  may be  achieved by Commission adoption of S ta ffs  dra ft proposed Rules .

S u m m a ry o f Dra ft  P ro p o s e d  Ne t Me te r in g  Ru le s

1. Ap p lic a b ility

The  dra ft propos e d Rule s  gove rn the  tre a tme nt of Ele ctric Utility Cus tome rs  in Arizona
who own a nd ope ra te  a  Ne t Me te ring Fa cility a nd wish to inte rconne ct with a n Arizona  Ele ctric
Utility.

S ta ff s e e s  no re a son to limit the  a pplica bility to only la rge  utilitie s . The  cos ts  to the  utility
are  minimal, and the  benefits  a re  the  same regardless  of utility s ize .

2. De fin itio n s

The  Sta ff Report conta ins  definitions  of key te rms used in the  Rules .

3. Requirements  and  Elig ib ility

This  s e c tion  p rovide s  tha t a n  Arizona  Ele c tric  Utility s ha ll in te rconne ct with  a ny
Cus tome r who owns  a nd ope ra te s  a  Ne t Me te ring Fa cility in  the  Ele ctric  Utility's  s e rvice
te rritory.

Ne t Me te ring  Fa cilitie s  with  a  ge ne ra ting  ca pa b ility up  to  the  cus tome r's  on-s ite
conne cte d loa d plus  a  re se rve  ma rgin a re  a llowe d. Ne t Me te ring proje cts  a re  not dispa tcha ble
supplie s , so it may make  sense  to re s trict tota l ne t me te ring capacity. The  Utility's  Ne t Me te ring
Tariff may address  this  issue .
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4. Me te rin g

The  s tanda rd kilowa tt-hour me te r will regis te r current flow in both directions , re sulting in
a  ne t kph  re a d ing  a t the  e nd  o f a  b illing  pe riod . Howe ve r, for purpos e s  of Arizona  Ne t
Me te ring, it is  re quire d tha t a  s e pa ra te  a ccounting of e ne rgy flowing from the  Ne t Me te ring
Fa cility a nd to the  Ne t Me te ring Fa cility is  re corde d. Me te ring e quipme nt a ccomplis hing this
mus t be  ins ta lle d by the  Utility. The  Utility's  Ne t Me te ring Ta riff ma y include  a  one -time
charge or an increased Customer charge to recover the  meter costs.

5. New or Additiona l Cha rges

This  s e ction s a ys  tha t the  Commis s ion ma y a uthorize  a n Ele ctric Utility to a s s e s s  a  Ne t
Me te ring Cus tome r gre a te r fe e s  or cha rge s  whe n supporte d by cos t a na lys is . This  provide s  a
be ne fit to a ll cus tome rs  by a s s igning cos ts  to the  cos t ca use r a nd a voiding subs idy of the  Ne t
Me te ring cla ss .

6. Billing  fo r Ne t Me te ring

The  Ne t Me te ring cus tome r will be  cha rge d by the  Utility only tor re l flow of e ne rgy from
the  Utility to  the  Cus tome r. If the  ne t e ne rgy flow for a  b illing  pe riod  is  in  the  oppos ite
dire ction, i.e . to the  Utility, thos e  kilowa tt-hours  will be  cre dite d to the  Cus tome r in the  ne xt
billing pe riod. Once  e a ch ye a r, the  Utility will te nde r a  che ck or is s ue  a  billing cre dit to the
Customer for any accumula ted energy de live red to the  Utility.

7. Ne t Me te rin g  Ta riff

The  dra ft propos e d Rule s  s pe cify he re  tha t e a ch juris dictiona l Ele ctric Utility s ha ll file  a
Ne t Me te ring ta riff within 90 da ys  from the  e ffe ctive  da te  of the  rule s . The  ta riff s ha ll s pe cify
s ta nda rd ra te s  for purcha s e s  from ne t me te ring fa cilitie s  a nd ma y s pe cify ca pa city limits  a nd
seasonally diffe rentia ted avoided cost ra tes  for purchases from Net Metering Customers.

8. Filing  and Reporting  Requirements

S o tha t the  Commis s ion is  a wa re  of the  s ta te  of the  Ne t Me te ring progra m in Arizona , this
se ction re quire s  re porting of the  ca pa city ra tings  of a ll Ne t Me te ring Fa cilitie s , a nd the  e ne rgy
transfe rred monthly be tween the  Customer and the  Utility.
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R14-2-2303. Re quire me nts  a nd  Elig ib ility
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R14-2-2306. Billin g  fo r Ne t Me te rin g

R14-2-2307. Ne t Me te rin g  Ta riff

R14-2-2308. Filing  and  Reporting  Requirements



R14-2-2301. App lic a b ility
The se  Rule s  gove rn the  tre a tme nt of Ele ctric Utility Cus tome rs  in Arizona  who own a nd ope ra te  a  Ne t
Me te ring Facility and wish to inte rconnect with the  Electric Utility which se rves  them and engage  in Ne t
Me te ring ope ra tion a s  de fine d be low. The s e  Rule s  a pply to a ll Ele ctric Utilitie s , a s  de fine d in the s e
Rule s .

R14-2-2302. De fin itions

B.

c.
D.

E .
F .

G.

H.

1.
J .
K.

L.

M.

3.

4.

5.

n.

0.

For purposes  of this  Article , the  following de finitions  apply unless  the  context requires  othewvise :
A. "Avoide d Cos ts " me a ns  the  incre me nta l cos ts  to a n Ele ctric Utility for e le ctric e ne rgy or ca pa city or

both which, but for the  purcha se  from the  ne t me te ring fa cility, such utility would ge ne ra te  its e lf or
purchase  from another source .
"Bioma ss" me a ns  a ny orga nic ma tte r tha t is  a va ila ble  on a  re ne wa ble  or re cuning ba s is , including
dedica ted ene rgy crops  and tree s , agricultura l food and feed crop re s idues , wood and wood was te s
and residues, aquatic plants , grasses, residues, fibers , animal wastes, municipal wastes, or other waste
ma te ria ls .
"Biogas" means combustible  gas produced by the  na tura l decay of Biomass.
"CHP" or "Combined Hea t and Power" (a lso known as  cogenera tion) means  a  sys tem tha t genera tes
e le ctricity a nd the rma l e ne rgy in a  s ingle , inte gra te d s ys te m. CHP  ca pture s  the  he a t tha t would
otherwise  be  re j ected in traditiona l genera tion of e lectricity.
"Commiss ion" means  the  Arizona  Corpora tion Commiss ion.
"Ele ctric Utility" or "Utility" me a ns  a n e le ctric dis tribution compa ny tha t cons tructs , ope ra te s , a nd
mainta ins  the  e lectrica l dis tribution sys tem for the  rece ipt and/or de live ry of power.
"Ele ctric Utility Cus tome r" or "Cus tome r" me a ns  a n e nd-use  re ta il cus tome r se rve d unde r a  Utility's
ra te  schedule .
"Fue l Ce ll" means  a  device  tha t conve rts  the  chemica l ene rgy of a  fue l directly into e lectricity without
inte nne dia te  combus tion or the nna l cycle s . For purpose s  of the se  Ne t Me te ring rule s , the  source  of
the  chemical reaction must be  derived from Renewable  Resources.
"Geothermal" means  hea t from within the  ea rth's  surface .
"Hydroe lectric" means  the  kine tic ene rgy de rived from moving wa te r.
"Ne t Me te ring" me a ns  se rvice  to a n Ele ctric Utility Cus tome r unde r which e le ctric e ne rgy ge ne ra te d
by tha t Ele ctric Utility Cus tome r from a n on-s ite  Ne t Me te ring Fa cility a nd de live re d to the  Utility's
loca l dis tribution facilitie s  may be  used to offse t e le ctric ene rgy provided by the  Electric Utility to the
Ele ctric Utility Cus tome r during the  a pplica ble  billing pe riod.
"Ne t Me te ring Cus tome r" me a ns  a ny Arizona  cus tome r who choose s  to ta ke  e le ctric s e rvice  in the
ma nne r de s cribe d in the  de finition of Ne t Me te ring a bove , a nd unde r the  Ne t Me te ring ta riff, a s
described in R14-2-2307.
"Ne t Me te ring Fa cility" means  a  facility for the  production of e lectricity tha t:
1. Is  owned and opera ted by a  Net Metering Customer,
2. Is  inte nde d prima rily to offs e t pa rt or a ll of the  Ne t Me te ring Cus tome r's  re quire me nts  for

e le ctricity,
Uses Renewable  Resources , a  Fuel Cell, or CHP to genera te  e lectricity,
Ha s  a  ge ne ra ting ca pa city le s s  tha n or e qua l to 125% of the  Ne t Me te ring Cus tome r's  tota l
connected load, and
Ca n e s ta blish Pa ra lle l Ope ra tion with a n Ele ctric Utility's  e xis ting tra nsmiss ion a nd dis tribution
fa cilitie s .

"P a ra lle l Ope ra tion" me a ns  the  ope ra tion of a  cus tome r's  on-s ite  ge ne ra tion tha t is  e le ctrica lly
inte rconnected to a  bus  common with the  Electric Utility's  dis tribution sys tem.
"Re ne wa ble  Re source s " me a ns  na tura l re source s  tha t ca n be  re ple nishe d by na tura l proce s se s .
Renewable  Resources  include  Biogas , Biomass , Geothermal, Hydroe lectric, Sola r, or Wind.
"Solar" means sola r radia tion of the  Earth's  Sun.
"Wind" means energy derived from wind movement across  the  Earth's  surface .

p .
Q .



R14-2-2303. Re quire me nts  a nd  Elig ib ility
A. An Ele ctric  Utility s ha ll in te rconne ct with  a ny re ta il Cus tome r who owns  a nd ope ra te s  a  Ne t

Me te ring Fa cility in the  Ele ctric Utility's  s e rvice  te rritory.
Fa cilitie s  with a  ge ne ra ting ca pa bility gre a te r tha n 125% of the  cus tome r's  on-s ite  conne cte d loa d
sha ll require  a  specia l contract be tween the  Utility and the  Customer.

B.

B.

c.

D.

E.

R14-2-2304. Me te ring
A. If the  me te r tha t is  curre ntly ins ta lle d on the  ne t me te ring fa cility is  inca pa ble  of re gis te ring a nd

re cording the  flow of e le ctricity in both dire ctions , a  bi-dire ctiona l me te r s ha ll be  ins ta lle d by the
Ele ctric Utility to monitor the  flow of e le ctricity in both dire ctions .
Me te ring e quipme nt s ha ll be  ins ta lle d to a ccura te ly me a s ure  a nd re cord both the  kilowa tt-hours
(kph) supplie d by the  Ele ctric Utility to the  Ne t Me te ring Cus tome r a nd a lso to a ccura te ly me a sure
a nd re cord the  kph ge ne ra te d by the  Ne t Me te ring Cus tome r tha t a re  de live re d ba ck to the  Ele ctric
Utility ove r the  a pplica ble  Billing P e riod.
The  Utility's  Ne t Me te ring ta riff ma y include  a  one -time  cha rge  or a n incre a se d Cus tome r cha rge  to
cover the  meter costs .
Accura cy re quire me nts  for a  me te r configura tion ope ra ting in both forwa rd a nd re ve rse  re gis tra tion
modes sha ll be  as  defined in R14-2-209.E.
A te s t to de te rmine  complia nce  with this  a ccura cy re quire me nt sha ll be  ma de  by the  Ele ctric Utility
e ithe r be fore  or a t the  time  the  Ne t Me te ring Facility is  placed in ope ra tion in a ccordance  with the se
Rule s .
A cus tome r cha rge  for the  cos ts  a s socia te d with the  te s t ma y be  include d in the  Ne t Me te ring ta riff.
The  cus tomer cha rge  for te s ting may be  a ssessed when the  cus tomer's  me te r is  firs t te s ted, a rid the
sa me  fe e  ma y be  cha rge d by the  Ele ctric Utility e a ch time  the  cus tome r re que s ts  a n a dditiona l te s t
unle ss  the  te s t de mons tra te s  tha t the  me te r doe s  not comply with the  a ccura cy re quire me nts . If the
me te r is  found to not comply with the  a ccura cy re quire me nts , the n the  Ne t Me te ring Cus tome r sha ll
not be  cha rge d for the  te s ting. To the  e xte nt tha t a  fa ulty me te r ha s  re s ulte d in a  Ne t Me te ring
Customer rece iving insufficient credits  or payments , pursuant to R14-2-2306, the  Electric Utility sha ll
make  the  appropria te  credits  or payments  in the  next billing cycle . If the  faulty me te r ha s  re sulted in
the  Ne t Me te ring Cus tomer rece iving excess  credits  or payments , pursuant to R14-2-2306, then the
Ele ctric Utility sha ll re duce  a ny future  cre dits  or pa yme nts  by the  e xce s s  a mount in the  ne xt billing
cycle .

F .

B.

R14-2-2305. New or Additiona l Cha rges
A. Any propose d cha rge  tha t would incre a se  a  Ne t Me te ring Cus tome r's  cos ts  be yond those  of othe r

cus tome rs  in  the  s a me  ra te  cla s s  s ha ll be  file d by the  Ele ctric Utility with  the  Commis s ion for
approva l. The  filings  sha ll be  supported with cost of se rvice  s tudies  and benefit/cost ana lyses .
Following notice  a nd opportunity for public comme nt, the  Commis s ion ma y a uthorize  a n Ele ctric
Utility to a sse ss  a  Ne t Me te ring Cus tomer grea te r fe e s  or cha rges  of any type , if the  Electric Utility's
d ire ct cos ts  Ne t Me te ring  outwe igh  the  e nvironme nta l, public  po licy, a nd  s ys te m be ne fits  o f
a lloca ting the  cos ts  among the  Electric Utility's  entire  cus tomer base .
Ne t Me te ring cos ts  sha ll be  a sse sse d on a  nondiscrimina tory ba s is  with re spe ct to othe r cus tome rs
with s imila r load cha racte ris tics .

c.

R14-2-2306. Billing  fo r Ne t Me te ring
A. On a  monthly ba s is , the  Ne t Me te ring Cus tome r s ha ll be  bille d or cre dite d ba s e d upon the  ra te s

a pplica ble  unde r the  cus tome r's  curre ntly e ffe ctive  s ta nda rd ra te  sche dule  a nd a ny a ppropria te  ride r
schedules.

B. The  b illing  pe riod  for ne t me te ring  will be  the  s a me  a s  the  b illing  pe riod  unde r the  cus tome r's
applicable  standard ra te  schedule .



C. With Ne t Me te ring, only the  kph units  of a  cus tome r's  bill a re  a ffe cte d by the  e ne rgy flow to a nd from
the  Net Metering Facility, i.e ., not kW demand charges  or customer charges .

D. If the  kph s upplie d by the  Ele ctric Utility e xce e d the  kph tha t a re  ge ne ra te d by the  Ne t Me te ring
Fa cility a nd de live re d ba ck to the  Ele ctric Utility during the  Billing Pe riod, the  Cus tome r sha ll be  bille d
for the  ne t kph s upplie d by the  Ele ctric Utility in a ccorda nce  with the  ra te s  a nd cha rge s  unde r the
customer's  standard ra te  schedule .

E. If the  e le ctricity ge ne ra te d by the  Ne t Me te ring Cus tome r e xce e ds  the  e le ctricity s upplie d by the
Ele ctric Utility during the  Billing P e riod, the  Cus tome r sha ll be  cre dite d during the  ne xt Billing P e riod
for the  e xce ss  kph ge ne ra te d. Tha t is , the  e xce ss  kph during the  Billing Pe riod will be  use d to re duce
the  kph supplie d a nd bille d by the  Ele ctric Utility during the  following Billing P e riod.

F. Cus tome rs  ta king s e rvice  unde r time -of-us e  ra te s  who a re  to re ce ive  cre dit in a  s ubs e que nt Billing
Pe riod for excess  kph gene ra ted sha ll re ce ive  such credit during the  next Billing Pe riod during the  on-
or off-pe a k pe riods  corre sponding to the  on- or off-pe a k pe riods  in which the  kph we re  ge ne ra te d by
the  Customer.

G. Once  e a ch ca le nda r ye a r the  Ele ctric Utility s ha ll is s ue  a  che ck or billing cre dit to the  Ne t Me te ring
Customer for the  ba lance  of any credit due  in excess  of amounts  owed by the  cus tomer to the  Electric
Utility. The  pa yme nt for a ny re ma ining cre dits  s ha ll be  a t the  Ele ctric Utility's  Avoide d Cos t. Tha t
Avoide d Cos t sha ll be  cle a rly ide ntifie d in the  Ele ctric Utility's  Ne t Me te ring ta riff

H. An Ele ctric Utility will not be  re quire d to purcha s e  e le ctric e ne rgy or ca pa city from the  Ne t Me te ring
Cus tome r during a ny pe riod which, due  to ope ra tiona l circums ta nce s , purcha se s  from the  Cus tome r
would re sult in cos ts  gre a te r tha n those  which the  Utility would incur if it did not ma ke  the  purcha se s ,
but ins te a d ge ne ra te d or purcha s e d from a  diffe re nt s ource  a n e quiva le nt a mount of e le ctricity. An
Ele ctric Utility s e e king to invoke  this  rule  mus t notify e a ch a ffe cte d Ne t Me te ring Cus tome r within a
re a s ona ble  a mount of time  to a llow the  cus tome r to ce a s e  the  de live ry of e ne rgy or ca pa city to the
Ele ctric Utility. A cla im by a n Ele ctric Utility tha t such a  pe riod ha s  occurre d or will occur is  subje ct to
ve rifica tion by the  Commiss ion.

R14-2-2307. Ne t Me te rin g  Ta riff
A. Ea ch Ele ctric Utility s ha ll file , for a pprova l by the  Commis s ion, a  Ne t Me te ring ta riff within 90 da ys

from the  e ffective  da te  of the se  rule s , including financia l informa tion and supporting da ta  sufficient to
a llow the  Commiss ion to de te rmine  the  Ele ctric Utility's  fa ir va lue  for the  purpose s  of e va lua ting a ny
specific proposed charges.

B. The  Ne t Me te ring ta riff sha ll be  file d with a nd ma inta ine d by the  Commiss ion. The  ta riff sha ll spe cify
standard ra tes  for purchases  from ne t mete ring facilities  and may specify capacity limits .

C. Ele ctric utilitie s  ma y include  s e a s ona lly diffe re ntia te d a voide d cos t ra te s  for purcha s e s  from Ne t
Metering Customers , to the  extent tha t Avoided Costs  vary by season.

R14-2-2308. Filing  and Reporting  Requirements
A. P rior to Ma y 1 of e a ch ye a r, e a ch Ele ctric Utility s ha ll file  a  re port lis ting a ll e xis ting Ne t Me te ring

Facilities  and the  inverte r power ra ting or genera tor ra ting as  of the  end of the  previous ca lendar year.
Also included in this  report sha ll be  the  monthly peak demand de live red to the  Electric Utility and the
monthly a mount of kph de live re d to the  utility.

B.


